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World Oil reports the results of an 
interesting experiment in which ten 
respected energy models were con- 
fronted with a number of common 
scenarios, ranging from disruption 
combined with low demand elasticity, 
to vigorous oil demand reduction. As 


one would expect, there are some strik- 
ing disparities amongst the results, but 
they generally point to a world in which 
oil prices will inevitably rise. 

The study starts with the disadvan- 
tage of having been carried out over 
1980 and 1981 before the full impact of 
the 1979/80 price rises was really felt. 
The reference case assumes an OPEC 
capacity of 34 million bbl/day, and the 
disruption scenario for 1985 assumes an 
OPEC capacity reduction to 24 million 
bbl/day. From the viewpoint of 1982, 
such disruption does not look overly 
worrying, and there are now many 
more forecasters talking of price 
declines than was true over 1980/81. 

But if the timing of this exercise was 
unfortunate, the overall report is well 
worth reading. They are honest about 
the uncertainty of forecasts. They 
present estimates of the impact of 
demand reduction on price decreases. 


Oil and US foreign policy 


THE CRITICAL LINK: ENERGY AND 
NATIONAL SECURITY IN THE 1980s 


by Charles K. Ebinger 


Ballinger, Cambridge, MA, USA, 
1982, 290 pp, $30.00 


THE OIL FACTOR IN US FOREIGN 
POLICY 1980-1990 


by Melvin A. Conant 


Lexington Books, Lexington, MA, 
USA, 1982, 179 pp, £11.50 


The books by Ebinger and Conant both 
spring from the heart of the American 
political establishment. One is from the 
Center for Strategic and International 
Studies at Georgetown University. The 
other is from the Council on Foreign 
Relations. Both are united in their 
gloom about the direction US energy 
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policies have been going. In particular, 
they both ram home the argument that 
one cannot divorce energy issues from 
wider foreign policy concerns. 

The outside world can still affect the 
flows of oil available to the USA and its 
allies, so the USA should carefully 
weigh its policies toward energy- 
producing regions and countries. In 
addition, the USA is still a massive 
energy consumer and its failure to 
implement adequate energy policies is 
not just a purely domestic concern. 
Failure in the USA strains the energy 
system for the rest of the world. 

The Ebinger volume devotes about 
half its pages to the shortcomings of US 
energy policies on the domestic front. 
He points to important weaknesses 
such as the absence of adequate energy 
curtailment measures should the 
market fail to work in some future 
emergency, and he makes a number of 
recommendations in the area of fuel 


There is very interesting work on the 
concept of an import premium, and this 
leads them to call for policies on import 
reduction going beyond the simple 
reliance on the free market. Finally, 
they point to the very lagged response 
of world oil prices to the cost of 
alternatives. 

Given the way circumstances have 
changed since 1979, one suspects that 
some of these modellers would now 
have a growing sympathy with Paul 
Stevens who argues that the 1980s will 
be a very different world from the 
1970s, with falling oil prices which will 
lead to severe economic tensions in the 
oil producing world. 

His work is not particularly sophisti- 
cated on a methodological level, but his 
is a view which is gaining support, and 
he is starting to look at the interaction 
of spending pressures within the OPEC 
world and the constrained income they 
are now receiving as demand for OPEC 
oil has fallen so drastically. 

The pressures on OPEC members to 
cut prices to gain sales volumes are now 
growing. The EMF volume, though 
more sophisticated than Stevens, does 
not convince one that its rejection of 
this possibility is actually correct. 


allocation, the development of surge 
productive capacity, fuel switching, the 
need to coordinate various branches of 
Washington’s bureaucracy, strategic 
stockpiling, oil import reduction etc. 
Most of this analysis is good, though it 
is probably harsher on the achieve- 
ments of the Ford and Carter adminis- 
trations than may be justified. In the 
discussion of improved transport 
efficiency, for instance, all the credit is 
given to the working of prices and none 
to the fuel efficiency standards set by 
the 1975 Act. On balance, Ebinger’s 
conclusion may be justified, but it is 
asserted rather than argued, leaving 
this reader with a feeling that the case 
against US policy makers here (and 
elsewhere) is sometimes being 
stretched a bit far. 

The book gets stronger as it pro- 
gresses and moves into the international 
arena. There is a good, and reasonably 
novel, chapter on the security risks to 
oil and gas production in the Gulf region 
(Eugenie Maechling was the principal 
author of this). This is important in 
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